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23 March 1984

MEMORANDUM FOR: Vice Chairman, National Intelligence Council
FROM: | ~ Director of Central Intelligence

SUBJECT: Economic Indystrial Baée

This came out of a d1scuss1on ‘with Olmer on our project on

~the industrial base.

William J. Casey

Attachment: :
Letter dated March 21, 1984
from Lionel Olmer -

Not referred to DOC. Waiver applies.
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. ¥ 3 % | UNITED STATE,EPARTMENT OF COMMERCE
ég The Under Secretary for International Trade

Washington, D.C. 20230
2 2 MAR 1984

March 21, 1984

The Honorable
William J. Casey
Director

Central

Intelligence Agency

Washington, D. C. 20505

Dear Bill,

Attached are some materials related to the Administration's objective of restoring
a strong industrial base throughout our economy. On at least two occasions the
President has addressed the subject in some detail and 1 quote here from remarks
he made in December 1981.

of

V

Sincerely,

id

"One of the most compelling tasks still facing us is the development

a credible and effective capability to harness the mobilization

potential of America in support of the armed forces, while meeting the
needs of the nat10na1 economy and other civil emergency preparedness
requirements."

Much has been done towards achieveing this goal, but much remains to be
accomplished.

The Institute of Defense Analysis projected that at least 27 of
the 58 '"core" defense industrial base industries would be limited
in meeting both defense and civilian mobilization recuirements.

(Tab A)

To measure our ability to accelerate defense production, several
defense contractors participated in a simulation to estimate the
maximum number of selected items they could produce for 14
important weapons systems. Even under the most optimistic
assumptions as to availability of labor, raw materials and
relaxation of regulatory constraints, no increase in production
would occur for at least 5 months, and after 12 months, only half
of the weapons systems would experience any increased production.
Note that one ''system'" is actually chemical protection suits.

(Tab B)

Successful mobilization ultimately depends on adequate raw
materials. Despite a concerted effort by the Administration to
upgreade our strategic stockpile resources, we remain deficient

in 37 categories. In 20 cases, the goals are less than 50 percent

filled. (Tab C)

ionel H. Olmer
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Table 3
Defense Markel Sharo, 1979, 1982 am..w
Delense Industrial Base Industries
Ranked in Order of 1982 Defense Shares

Defense
Defense share of output
. output growth
Title 1979 1982 1987 1982/87
(% % (% (%)
Construction of new military facilities ........ ... . it ienns 100.0 100.0 100.0 216
Tanks and 1ank COMPONENLS |, ... i ittt it ionrrisnseennnnaoas 78.1 93.8 95.0 47.2
Ammunition, exc. SMall ... .. .. e e e 95.1 90.9 93.2 | 55.6
OrdNaNCE, MB.C. et ettt et ie e cre et aaananasaes N 85.1 79.7 81.2 35.3
Complete MISSIHES .ttt ir ettt ittt e taann e asnaeenannesennnnas 71.0 67.5 79.4 64.4
Shipbuilding and repaIT .. ... it i it i iesns e nneeeeans 47.9 61.7 62.1 241
Radio and TV COMMUNICAtIoON .. .uurtrtt ittt nrerotanraeneannnnens 448 ° 58.0 62.5 54.2
Aircraft and missile eNngiNeS ... .....vit et aentrteiettiaaaane, 42.3 53.5 56.1 329
Aircraft and missile EQUIPMENT .. ..ot vt it ciireeeeeineennnnas 43.4 41.2 44.2 34.9
F- N7 o1 - 1 S OO 35.0 40.4 46.1 58.7
EXPIOSIVES o \cvie i et i, 19.5 34.3 41.2 58.7
Optical instruments .............. T 21.6 28.0. 30.7 38.0
Engineering inStrUMENTS . ...ttt it i ii et 23.5 27.7 33.6 59.9
NONTEITOUS fOrGINGS © v v vttt ettt et it a e i ie i inaans 18.0 27.0 29.8 43.3
Small arms ammUNIION .ttt et i ittt it et e 25.4 25.0 . 39.9 129.5
EleCtroniC COMPONENTS ..ttt it ittt et ettt s soanaeanasarenanns 12.0 17.0 19.8 49.3
NONTEITOUS fOUNATIES, M.B.C. .+t et ienntereee e s ananeeeens 20.3 15.8 17.8 443
SMIAN IS vttt ittt e et et et e e e 19.3 13.8 6.5 -43.3
TrUCK AT@IlBIS ottt ettt ee e es et e e e i e i 6.4 13.3 15.4 52.4
Plating and polishing ... ...t i i i i e 9.6 12.8 15.4 55.4
S EMICONAUCIOIS v ittt it ettt e ee ettt e, 9.5 12.5 12.5 51.4
Primary metal producls, MB.C. ..ottt ittt iae e iaaaaes 6.4 11.9 13.8 48.3
Machinery, 8XC. @18C. . v vi ittt e e e e 57 9.7 11.8 52.6
Aluminum foundries (Castings) . ... vr it e e, 7.9 9.1 11.2 58.5
Water transportation ... ... vttt e i e e 6.5 8.7 10.4 473
Nonferrous rolling and Qrawing ........ ...ttt ineneeeanneinaennn 11.6 8.6 101 48.6
InStruments 10 MEASUIe EleC. . ...ttt it it 5.6 8.4 9.8 48.7
Metal heat treating ....... .o im e 7.5 8.3 9.7 47.8
WOOAEN COMINEIS v et v ee e eeannenseeseosaneesnosnsoresassnesanes 12.0 8.0 10.0 51.2
Carbon and graphite products ....................................... 6.1 7.7 9.3 51.4
Brass, bronze and copper Castings ......cuorinrtiiiinii i, 5.0 7.5 9.3 514
A ATANSPOTAtION ottt t ettt i e i et 7.1 7.5 10.2 64.2
Aluminum produCtion .. .....eteiier i i i it i 5.8 7.5 9.0 51.4
Nonmetallic mineral produCts .......... oo it it 6.6 7.5 8.6 4.5.0
Metal SIaMPINGS o ovvr ittt e i et et i 5.8 7.3 9.1 60.3
1R CIION dUDBS ottt it ettt et e e e e s © 8.3 73 11.5 105.3
(076111 V111 £ J R 3.6 7.1 12.7 141.0
Fabricated plalework .. ... i e e s 7.3 6.9 8.6 62.4
Screw maching ProGUCES ..o vvn it iie et e eieenennaananas 5.6 6.9 8.6 57.5
Iron and steel fOrgingS .ot e e 7.9 6.9 7.6 314
ZINC SMEIING ot ittt e et e et e et et et s 9.0 6.8 8.2 41.9
Transportation SEIVICES . ov v it e ettt et itar e nnanennns 6.8 6.7 7.7 37.5
Machine 1001S—CUtING . ...ttt i ittt aaanns 6.1 6.2 7.5 54.4
Special dies and tools ........ e e e e e 4.9 6.0 7.5 45.4
Ball DEATNNGS «vvvtvtee i aenaee et enaneeneeens e 4.6 58 6.8 454
Fabricated metal products ... ...t e 5.0 5.6 6.8 53.4
(01 1< 2 s T 1 - 5.5 5.6 7.1 53.3
Blast furnace steel mills ... ... . i i e e 4.5 5.6 6.7 45.6
Refining of NON-fErrous, M.E.C. .. . .. ittt iiiaanan 6.6 5.6 6.5 39.3
Copper rolling and drawing .......c.eveeennnenne. e 55 55 7.1 66.3
Electrometallurgical produCts .......c.iuiiniiniin i iiaeieaaanas 4.9 5.4 6.3 26.7
Iron mining .............. e e it 5.7 5.0 6.0 43.8
Lead SMEMNg ..evnrtnreireneeeeaine e anenan e 6.2 5.0 6.8 70.0
Machine 100ls fOrmMING . ...t ini it it it it i s ianiranaanansanans 5.0 48 6.3 70.0
iron and steel foundries ....... e e et e 3.9 4.5 5.2 45.1
’ -1 . Lol 3 >
":_ ‘S;”\C‘! !;’J.h‘Jf:(AiE:S‘
U.S. Industrial Outlook 1983 _
K A /(
-~ ':_._ “:) ’,--;..
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PROGRAMS (14)

SELECTED PROGRAMS — (TYPICAL AND IMPORTANT)

CONTRACTORS (11)

t
N

ALQ-99 ECM

M113 APC

BRADLEY FIGHTING VEHICLE
AIM-9M SIDEWINDER

AIM-7M SPARROW |

AGM-65D IR MAVERICK

~ AlM-54C PHOENIX

BGM-71D TOW i

CHEMICAL PROTECTION SUITS
SONOBUCYS (VARIOUS)
MiIM-23B HAWK -

AH-IS HELICOPTER

F-100 ENGINE '

‘TF-30 ENGINE

AlL

FMC

FMC

FORD AND RAYTHEON
G.D. AND RAYTHEON
HAC

HAC

HAC

WINFIELD
MAGNAVOX AND SPARTON
RAYTHEON

BELL

PRATT AND WHITNEY
PRATT AND WHITNEY

CBS
9/30/83
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1V. STOCKPILE PROGRAM SUPPORT ACTIVITIES

Overview

The Strategic and Critical Materials Stock Piling
Act provides that a stock of strategic and critical
materials be held to decrease dependence upon
foreign sources of supply in times of emergency.
Executive Order 12155 vests the primary respon-
sibility for planning the stockpile program in the
Director of the Federal Emergency Management
Agency (FEMA).

The Stock Piling Act requires that the stockpile in-
ventory be sufficient to cover U.S. needs for not
less than three years of a national emergency. The
President’s approved stockpile policy guidance pro-
vides assumptions regarding changes in a wartime
civil economy, wartime foreign trade patterns, ship-
ping losses, wartime political and economic stability
of foreign nations, and alternate foreign and
domestic production levels for stockpile materials.

billions of dollars {rounded)

These guidelines are followed in determining the
stockpile goals which represent the difference be-
tween estimated supply and projected requirements
for each strategic material. Periodic review and up-
dating of the goals are required by the President’s
policy to ensure a current estimate of our Nation’s
vulnerability to resource shortages during an
emergency.

The stockpile inventory is compared with the goals
in Figure 3. Major restructuring of the stockpile

. inventory is necessary because most of the materials

now in inventory were acquired during the 1950’s.
To fill the goals at March 31, 1983, prices would
require purchase of additional materials valued at
approximately £9.8 billion. The stockpile inventory
contains §7.0 billion of the needed materials for
a total goal value of 816.8 billion. Since the
stockpile inventory is valued at $11.1 billion, there
is an excess not held for goals of $4.1 billion.

20 20
”:} GOAL $16.8

15 Total >
required
to fill INVENTORY $11.1

10 goals 10
$98

6 5

0 Ty e e vy

Figure 3

Restructuring of stockpile to meet goals.
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As shown in Figurc 4, the 61 family groups and

individual materials in the stockpile can be divid-
ed into two categories:

(1) 24 groups and individual materials with inven-
tory equal 1o or greater than the goals.

(2) 37 groups and individual materials with inven-
tory less than the goal. Of these, 17 goals are over

50 percent filled.

24 equal or exceed goals.

| 80-99%

37 less than goals

0-19% 60-79%

2030y " 4059%

Percent of goal filled
Figure 4

Status of the 61 familv groups and individual
materials in the stockpile inventory toward
meeting the 1980 goals.
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materials be held to decrease dependence upon
foreign sources of supply in times of emergency.
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sibility for planning the stockpile program in the
Director of the Federal Emergency Management
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The Stock Piling Act requires that the stockpile in-
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ping losses, wartime political and economic stability
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billions of dollars (rounded)

These guidelines are followed in determining the
stockpile goals which represent the difference be-
tween estimated supply and projected requirements
for each strategic material. Periodic review and up-
dating of the goals are required by the President’s
policy to ensure a current estimate of our Nation’s
vulnerability to resource shortages during an
emergency.

The stockpile inventory is compared with the goals
in Figure 3. Major restructuring of the stockpile

. inventory is necessary because most of the materials

now in inventory were acquired during the 1950’s.
To fill the goals at March 31, 1983, prices would
require purchase of additional materials valued at
approximately £9.8 billion. The stockpile inventory
contains $7.0 billion of the needed materials for
a total goal value of $16.8 billion. Since the
stockpile inventory is valued at §11.1 billion, there
is an excess not held for goals of $4.1 billion.

20 20
=3 GOAL $16.8
15 Total 15
required
to il INVENTORY $11.1
10 goals 10
5
i e VAL 2 woroacos. 4]

Figure 3

Restructuring of stockpile to meet goals.
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Table 2 ) Lt
NATIONAL DEFENSE STOCKPILE INVENTORY OF STRATEGIC AND CRITICAL MATERIALS -
March 31, 1983
Valve of
Inventory Quantity After Crediting Offset
Commodity Unit Goal Inventory (Millions $) Excess Deficit
1. Aluminum Metal Group ST Al Metal 7,150,000 3,813,679 695.9 3,336,321
Alumina ST 0 ' 0 - -
Aluminum ST 700,000 2,080 3.2 697,920
Bauxite, Metal Grade, Jamaica Type - LDT 21,000,000 10,458,000 428.8 10,542,000 .
Bauxite, Metal Grade, Surinam Type LOT €,100,000 5,299,597 263.9 800,403
2. Aluminum Oxide, Abrasive Grain Group ST Ab Grain 638,000 259,124 128.6 378,876
Aluminum Oxide, Abrasive Grain ST 0 50,904 63.6 a
Aluminum Oxide, Fused, Crude ST 0 249,867 65.0 a
Bauxite, Abrasive Grade LCT 1,000,000 0 - Q
_ 3. Antimony ST 36,000 40,402 T 1616 14,402
-~
4. Asbestos, Amosite ST 17,000 42,534 29.8 25,534
" 5. Asbestos, Chrysotile ST 3,000 9,957 18.0 6,957
6. Bauxite, Refractory LCT 1,600,000 199,926 - 407 1,200,074
7. Beryllium Metal Group ST Be Metal 1,220 1,061 201.2 159
Bery! Ore (11% BeO) ST 18,000 17,987 24.2 13
Beryllium Copper Master Alloy ST - 1,900 7,387 88.1 513 .
Beryllium Metal ST 400 229 88.9 171
8. Bismuth LB ’ 2,200,000 2,081,298 4.8 : 118,702
9. Codmium L8 11,700,000 6,328,809 6.3 . 5,371,191
10.  Chromium, Chemical and Metallurgical Group ST Cr Metal 1,353,000 1,324,923 979.1 28,077
Chromite, Chemical Grade Ore SOT 675,000 242,414 13.6 c
Chromite, Metallurgical Grade Ore SOT 3,200,000 2,488,043 237.6 c
Chromium, Ferro, High Carbon ST 185,000 402,696 238.4 c
Chromium, Ferro, Low Carbon ST 75,000 318,892 418.0 c
Chromium, Ferro, Silicon ST 90,000 58,357 43.3 c
Chromium, Metal ST 20,000 3,763 28,2 c
1l. Chromite, Refractory Grode Ore . SOT 850,000 391,414 42.6 458,586
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Table 2 (continued)

%

Value of
Inventory Quantity After Crediting Offset

Commodity Unit Goal Inventory (Millions $) Excess Deficit
12. Cobalt LB Co 85,400,000 45,995,714 574.9 39,404,286
13. Columbium Group LB Cb Metal 4,850,000 2,532,419 233 2,317,581

Columbium Carbide Powder LB Cb 100,000 21,372 .6 78,628

Columbium Concentrates LB Cb 5,600,000 1,806,218 15.5 d

Columbium, Ferro LB Ch 0 930,911 5.6 d

Columbiym, Metal LB Ch 0 44,851\ 1.6 d
14, Copper ST 1,000,000 29,048 46.1 970,952
15. Cordage Fibers, Abaca LB 155,000,000 0 - 155,000,000
16. Cordoge Fibers, Sisal LB 60,000,000 0 - 60,000,000
17. Diomond, Industrial Group KT 29,700,000 38,723,355 432.4 9,023,355

Diamond Dies, Small PC 60,000 25,473 (I8} 34,527

Diamond, Industrial, Crushing Bort KT 22,000,000 22,192,880 38.8 192,880

Diamond, Industrial, Stones KT 1,700,000 16,530,475 392.5 8,830,475
i8. Fluorspar, Acid Grade SDT 1,400,000 895,983 161.3 504,017
19. Fluorspar, Metallurgical Grade SOT 1,700,000 411,738 51.5 1,288,262
20. Graphite, Natural, Ceylon, Amorphous Lump ST 6,300 5,099 10.7 801
21, Grophite, Notural, Malogasy, Crystalline ST 20,000 17,899 35.8> 2,101
22. Grophite, Natural, Other Than Ceylon & Malagasy ST 2,800 2,804 2.0 4
23. lodine ¢ LB 5,800,000 7,525,930 51.9 1,725,930
24, Jewel Bearings PC 120,000,000 71,246,385 61.0 48,753,615
25. Leod ST 1,100,000 601,032 261.4 498,968
26. Manganese, Dioxide, Battery Grade Group SOT 87,000 218,405 20.6 . 135,136

Manganese, Battery Grade, Natural Ore SDT 62,000 215,374 16.4 e

Manqgonese, Battery Grade, Synthetic Dioxide SOT 75,000 3,004 4.2 e
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Valve of e
Inventory Quantity After Crediting Offce
Commodity Unit Goal Inventory (Millions 9) Excess D=ficit
27. Manganese, Chemical & Metatlurgical Group ST Mn Metal 1,500,000 1,970,722 513.8 470,722
Manganese Ore, Chemical Grade SDT 170,000 221,044 8.1 51,044
Manganese Ore, Metallurgical Grade SDT 2,700,000 3,370,104 178.3 f
Manganese, Ferro, High Carhon ST 439,000 599,978 262.5 f
Managanese, Ferro, Low Carbon ST 0 : 0 - -
Manganese, Ferro, Medium Carben ST 0 28,920 22.0 f
Manganese, Ferro, Silicon ST 0 23,574 11.6 f
Manganese Metal, Electrolytic - ST 0 16,172 21.3 f
28. Mercury FL 10,500 182,815 61.2 172,315 .
29. Mica Muscovite Block, Stained & Better LB 6,200,000 5,212,845 27.8 987,555
30. Mica Muscovite Film, Ist & 2nd Qualities LB 90,000 1,252,138 14.7 1,162,138
oS 31.  Mica Muscovite Splittings ’ LB 12,630,000 18,157,850 21.2 5,527,850
32. Mica Phlogopite Block LB 210,000 130,745 R 79,255
33. Mica Phlogopite Splittings LB 930,000 1,678,742 ‘ 3.4 748,742
34. Molybdenum Group LB Mo [1] 0 - -
Molybdenum Disulphide LB Mo 0 0 - -
Molybdenum, Ferro LB Mo 0 0 - -
35. Morphine Sulphate and Related Ancligesics AMA LB » 130,000 71,303 26.2 58,697
Crude AMA 1B 0 31,795 h.9 q
Refined AMA LB 130,000 39,508 21.3 .
36. Natural Insulation Fibers ‘ LB 1,500,000 0 - 1,500,000
37; Nickel ST Ni+Co 200,000 32,209 211.9 167,731
38. Platinum Group Metals, Iridium Tr Oz 98,000 23,590 4.1 ‘ 76,410
39. Platinum Group Metals, Palladium Tr Oz 3,000,000 1,255,003 169.4 _ 1,744,997
&0. Plagtinum Group Metals, Platinum Tr Oz 1,310,000 52,602 2i5.0 857,358
41. Pyrethrum L8 500,000 0 - 500,000
42. Quartz Crystals LB ’ 600,000 2,063,827 126 1,463,827
43, Quinidine Av Oz 10,100,000 1,874,504 6.7 8,225,496
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Valuve of
Inventory Quantity After Crediting Offse?
Commodity Unit Goal Inventory (Millions_$) Excess Deficit
WM. Quinine Av Oz 1,500,000 3,246,164 8.2 1,253,836
45. Ricinoleic/Sebacic Acid Products LB 22,000,000 12,524,242 9.2 b
46, Rubber MT 864,000 120,475 149.4 743,643
47, Rutile SOT 106,000 39,186 12.7 66,814
8. Sapphire and Ruby KT 0 16,305,502 2 16,305,502 .
49. Silicon Carbide, Crude ST 29,000 80,550 36.2 51,550
50. Silver, Fine Tr Oz 0 137,505,946 1,460.0 137,505,946
51. Talc, Steatite Block & Lump ST 28 1,081 R 1,053
52. Tantalum Group LD Ta Metal 7,160,000 2,426,387 136.9 8,733,613
Tantalum, Carbide Powder LR Ta 0 28,688 4.7 h
Tantalum Metal LB Ta 0 201,133 44,2 h
Tantalinn Minerals LB Ta 8,400,000 2,584,195 71.0 h
53. Thorium Nitrate LB 600,000 7,131,812 19.6 6,531,812
Sh. Tin MT 642,700 193,642 2,652.6 150,942
55. Titanium Sponge ST 195,000 32,331 353.4 162,669
56. Tungsten Group LB W Metal 50,666,000 79,181,354 525.2 28,515,354
Tunqasten Carbide Powder LB W 2,000,000 2,032,942 233 i
Tungsten, Ferro LB W 0 2,025,361 24.8 i
Tungsten, Metal Powder LB W 1,600,000 1,898,911 24.5 i
Tungsten Ores & Concentrates LB W 55,150,000 86,041,819 452.6 i
57. Vanadium Group ST V Metal 8,700 Sh1 6.5 8,159
Vanadium, Ferro STV 1,000 0 - 1,000
Vanadivym Pentaxide STV 7,700 Sh 6.5 7,159
58. Vegetable Tamnin Extract, Chestnut LT 5,000 15,068 10.3 10,068
59. Vegetable Tannin Extract, Quebracho LT 28,000 135,506 93.5 107,506
60. Vegetable Tannin Extroct, Wattle LT 15,000 15,386 10.9 386
1. Zinc ST 1,125,000 378,316 790.3 1,086,684
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